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August 30, 2012 
Steve Cliff 
Chief of the GHG Market Development and Oversight Branch 
California Air Resources Board 
Sacramento California 
 
Subject: Oil Production Cap and Trade Leakage Evaluation 
 
Dear Mr. Cliff: 
 
Thank you for the opportunity to submit comments on CARB’s process for re-assessing industrial 
leakage potential under the cap and trade program. We recommend that you revise the oil 
production leakage designation from high to low due to several factors. 
 
First, CARB has noted that oil extraction falls into the category of activities that “have to be 
located where the reserve is” (CARB Appendix K p26, Leakage Analysis). In addition, oil 
producers have invested many billions of dollars in fixed well, pump, field treatment, pipeline, and 
tankage facilities. Thus, oil production is a domestic captive supplier. 
 
Furthermore, CARB greenhouse gas (GHG) allowances are unlikely to have any significant effect 
on production for two reasons. First, profit margins would not be significantly affected even if 
GHG allowance prices were to add a dollar or two per barrel to production costs. For instance, 
Midway-Sunset crude oil prices have tripled over the last decade. Second, production levels have 
been driven by reservoir depletion rather than margins even at historic high prices.  
 
Thus, we recommend designating oil production as subject to low risk of leakage. Please see our 
attached detailed June 6, 2011 comments and feel free to contact me at ed@theicct.org or Chris 
Malins, ICCT fuels program lead, at chris@theicct.org with any questions. 
 
Sincerely, 

 
Ed Pike, PE 
Senior Researcher, International Council on Clean Transportation 
 
Attachment 
 
cc:  Mary Jane Coombs, CARB 

Mihoyo Fuji, CARB 
John Courtis, CARB 
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5&$!'3;+/6!&;($!&/(!.+44+&/!.(0$+-!0&/'!%($!<(3$!?@?!(.+''+&/'!5$&.!$(%43-+/6!4(''!(55+-+(/0!

                                            
KJ!`&$!(;34#30+&/!&5!5#(4!-(44!3/,!1300($<!(4(-0$+-!(.+''+&/'!'((!2*#-=!Y*#4&-=8!Z,!"+=(8!U43/!g4&<,8!
W&1($0!W&'(9!"3''(/6($!d(*+-4(!Z4(-0$+5+-30+&/!"&4+-<!$(%&$0!)3'=!iK[!)(-*/&4&6<!Y030#'9!%36('!NJ7
NT9!
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'0(3.!1&+4($'!3/,!+.%$&;+/6!'0(3.!(55+-+(/-<9KK!)*+'!:&#4,!34'&!$(,#-(!3''&-+30(,!5&''+4!
-&.1#'0+&/!(.+''+&/'!'#-*!3'!]CA9!X3'(,!&/!0*(!,303!%$('(/0(,!+/!0*(!2UWX!-3%!_!0$3,(!
-&.%4+3/-(!%30*:3<'!3/34<'+'8!0*(!'+.%4(!%3<13-=!%($+&,!5&$!1&+4($!$(%43-(.(/0!3/,!
'0(3.!(55+-+(/-<!.(3'#$('!:&#4,!$3/6(!5$&.!K9B!0&!O!<(3$'8!(A-4#,+/6!(/;+$&/.(/034!
1(/(5+0'!3/,!$(,#-(,!?@?!344&:3/-(!$(Q#+$(.(/0'9!!!
!
Y&43$!0*($.34!0(-*/&4&6<!-3/!,+'%43-(!5&''+4!5#(4'!#'(,!0&!6(/($30(!1&0*!'0(3.!3/,!
(4(-0$+-+0<!+/!&+4!5+(4,'9!)*+'!0(-*/&4&6<!+'!1(+/6!,(.&/'0$30(,!+/!234+5&$/+3!5&$!'0(3.713'(,!
(4(-0$+-+0<!6(/($30+&/!3/,!*3'!%&0(/0+34!3%%4+-30+&/!0&!&+45+(4,!'0(3.!3/,!(4(-0$+-+0<!
6(/($30+&/9!C/(!'&43$!0*($.34!0(-*/&4&6<!#'('!%3$31&4+-!.+$$&$'!0&!*(30!3!:&$=+/6!54#+,!
0*30!%3''('!0*$&#6*!3!*(30!(A-*3/6($!0&!6(/($30(!'0(3.!E,(;(4&%.(/0!&5!'0(3.+/6!-<-4('!0&!
.30-*!'&43$!3;3+431+4+0<8!+5!5(3'+14(8!:&#4,!3;&+,!0*(!/((,!5&$!/30#$34!63'!13-=7#%F9!U/&0*($!
0(-*/&4&6<!5&-#'('!3$$3<'!&5!.+$$&$'!&/!3!R%&:($!0&:($S!0&!'0&$(!*(30!+/!3!*+6*7
0(.%($30#$(!.(,+#.!:+0*!0*(!%&0(/0+34!5&$!'0(3.!3/,!%&:($!6(/($30+&/!34&/6!:+0*!(/($6<!
'0&$36(9!)*('(!/(:!0(-*/&4&6+('!.3<!(/-&#/0($!0*(!Rd344(<!&5!\(30*S!1(0:((/!
,(.&/'0$30+&/!3/,!-&..($-+34+V30+&/8!3'!/&0(,!1<!0*(!Z-&/&.+-!3/,!)(-*/&4&6<!
U,;3/-(.(/0!U,;+'&$<!2&..+00((9!ZA3.%4('!&5!13$$+($'!+/-4#,(!*+6*($!#%5$&/0!-3%+034!
-&'0'8!(;(/!5&$!0(-*/&4&6+('!:+0*!4&:($!4+5(0+.(!-&'0'8!,(.&/'0$30+&/!$+'='8!3/,!(A0($/34!
1(/(5+0'9KD!
!
23$1&/!,+&A+,(!+/a(-0+&/!+'!3/&0*($!%&0(/0+34!(.+''+&/!-&/0$&4!'0$30(6<9!U!$(%&$0!'%&/'&$(,!
1<!0*(!\(%3$0.(/0!&5!Z/($6<P'!C55+-(!&5!`&''+4!Z/($6<!('0+.30('!0*30!K9^!1+44+&/!13$$(4'!&5!
234+5&$/+3!4+6*0!3/,!*(3;<!-$#,(!&+4!:&#4,!1(-&.(!(-&/&.+-344<!$(-&;($314(!:+0*!'030(!&5!
0*(!3$0!2CD!+/a(-0+&/!3/,!3!cDBG13$$(4!&+4!%$+-(9KT!23$1&/!,+&A+,(!+/a(-0+&/!0&!+.%$&;(!0*(!
.&1+4+0<!&5!*(3;<!-$#,(!&+4!:&#4,!*3;(!,+55($(/0!%&0(/0+34!(55(-0'!&/!/(0!-3$1&/!,+&A+,(!
(.+''+&/9!C/!&/(!*3/,!2CD!#'36(!-&#4,!,+'%43-(!(A+'0+/6!'0(3.!6(/($30+&/!5&$!*(3;<!-$#,(!
%$&,#-0+&/8!3/,!'&.(!&5!0*(!2CD!0<%+-344<!$(.3+/'!#/,($6$&#/,!E0*(!$(.3+/,($!+'!0<%+-344<!
$(-&;($(,!5&$!$(#'(F9!C/!0*(!&0*($!*3/,8!2CD!-&#4,!1(!#'(,!0&!%$&,#-(!*(3;<!-$#,(!&+4!
,(%&'+0'!0*30!-&#4,!/&0!&0*($:+'(!1(!$(-&;($(,!3--&$,+/6!0&!0*(!eY!\CZ!'%&/'&$(,!$(%&$0!
3/,!0*#'!+/-$(3'(!0*(!2CD7+/0(/'+0<!&5!234+5&$/+3!$(5+/($+('9KN!!
!
g&:!'(/'+0+;+0<!0&!-3$1&/!%$+-('!!
Rg(3=36(S!*3'!1((/!/&0(,!1<!0*(!234+5&$/+3!U+$!W('&#$-('!X&3$,!3'!3!-&/-($/!+/!-3'('!
:*($(!3!-3%!_!0$3,(!'<'0(.!-&#4,!-$(30(!3/!+/-(/0+;(!0&!.&;(!%$&,#-0+&/!3-0+;+0+('!&#0!&5!
'030(9!)*+'!,&('!/&0!3%%(3$!0&!1(!3!'+6/+5+-3/0!+''#(!5&$!,&.('0+-!-3%0+;(!%$&,#-($'!'#-*!3'!
&+4!%$&,#-($'9!C+4!%$&,#-($'!-3//&0!$(4&-30(!234+5&$/+3P'!&+4!$('&#$-('!0&!3!,+55($(/0!'030(!0&!
3;&+,!234+5&$/+3!$(6#430+&/!&5!+/7'030(!&+4!%$&,#-0+&/8!3/,!34'&!-3//&0!-#$03+4!%$&,#-0+&/!
:+0*&#0!34'&!-#00+/6!$(;(/#(9!U'!%$+-('!*3;(!+/-$(3'(,8!*(3;<!-$#,(!&+4!%$&,#-0+&/!*3'!
'0(3,+4<!,(-$(3'(,!3'!'*&:/!+/!`+6#$(!D9!>/!0*(!.+,7KLLJP'8!:+0*!%$+-('!31&#0!cKJ7cKD!%($!

                                            
KK!2UWXP'!2&.%4+3/-(!"30*:3<'!3/34<'+'!+'!3;3+4314(!30!
*00%[GG:::93$19-396&;G--G-3%3/,0$3,(G-3%3/,0$3,(9*0.!8!43'0!3--(''(,!B7KJ7DJKK!
KD!Z-&/&.+-!3/,!)(-*/&4&6<!U,;3/-(.(/0!U,;+'&$<!2&..+00((9!U,;3/-(,!)(-*/&4&6<!0&!H((0!
234+5&$/+3P'!24+.30(!?&34'[!C%%&$0#/+0+('8!X3$$+($'!_!"&4+-<!Y&4#0+&/'!%36('!K7L!0*$&#6*!K7KK9!
KTUW>!DJJB9!)314(!D9!
KN!2CD!+/a(-0+&/!53-('!3!/#.1($!&5!0(-*/+-34!3/,!6(&4&6+-34!#/-($03+/0+('8!(/;+$&/.(/034!+''#('!'#-*!
3'!:30($!Q#34+0<!(55(-0'8!(-&/&.+-!13$$+($'!3/,!4+31+4+0<!+''#('9!
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13$$(4!&$!3$&#/,!cK^7cDJ!+/!DJJL!,&443$'8!3/,!(/;+$&/.(/034!-&'0'!&5!DJM!E'#-*!3'!]CA!
(.+''+&/!-&/0$&4'F!%$&,#-0+&/!:3'!&;($!OJJ8JJJ!13$$(4'G,3<!3'!'*&:/!+/!5+6#$(!D9KB!KO!X<!
-&/0$3'08!%$+-('!3$(!.#-*!*+6*($!/&:8!(/;+$&/.(/034!-&'0'!3$(!3!.#-*!4&:($!%($-(/0!&5!
$(;(/#('!(;(/!:+0*!0*(!%#$-*3'(!&5!?@?!344&:3/-(8!3/,!3;3+4314(!$('($;('!3$(!0*(!%$+.3$<!
4+.+0+/6!53-0&$!5&$!%$&,#-0+&/!4(;(4'!-4&'($!0&!NJJ8JJJ!13$$(4'G,3<9!
!
;1?7/2% ;1?"#63/9%

,/0F#762.1%
GQM@@#K%

A9/=".37/2%
*')))%
@@#M=%

;1?"#63/9$%
./0F#762.1%
64%
F19.1236?1%
/8%#78372?%
./43%

:L196?1%
#78372?%./43%
GQM@@#K%

R1##516=%
F97.1%
GQM@@#K%

H6236%
E6976%
G,/6436#K%

cD9JB! TN! K^M! cKK9DD! cKJ9fB!

S/2?%<16.5%
62=%
-7=1#62=4%
GS/4%
:2?1#14K%

cD9TL! KTO! DfM! c^9LL! cKD9JJ!

T123"96%
62=%
-7=1#62=4%
GS/4%
:2?1#14K%

cK9fT! BD! KBM! cKK9^f! cKD9^J!

H62%
!/6U"72%

cJ9BB! fNO! LM! cB9LN! cKK9fB!

B7?"91%&C%>743/97.6#%*VV)W4%P2L79/201236#%,/0F#762.1%62=%S78372?%,/434%
GH/"9.1C%X637/26#%+24373"31%8/9%A139/#1"0%62=%P219?$%;14169.5K%

!
>/!3,,+0+&/8!%$&,#-($'!*3;(!43$6(!'0&-='!&5!(A+'0+/6!-3%+034!(Q#+%.(/0!+/!:(44'8!%#.%'8!
%+%(4+/('8!03/=36(!3/,!&0*($!(Q#+%.(/09!)*('(!53-0&$'!:(+6*!363+/'0!0*(!%&''+1+4+0<!0*30!
234+5&$/+3!&+4!%$&,#-0+&/!:&#4,!,(-4+/(!3/,!1(!$(%43-(,!1<!&#07&57'030(!'&#$-('!E+9(9!
4(3=36(F!,#(!0&!0*(!-&'0!&5!%#$-*3'+/6!?@?!344&:3/-('9!
!
234+5&$/+3!-3%!_!0$3,(!344&:3/-(!344&-30+&/'!$(-&..(/,30+&/'!
)*(!234+5&$/+3!U+$!W('&#$-('!X&3$,!*3'!3,&%0(,!3!-3%!3/,!0$3,(!'<'0(.!0*30!+/-4#,('!&+4!
%$&,#-($'!1(6+//+/6!:+0*!"*3'(!>!5$&.!DJKD7DJKN9!)*(!>22)!$(-&..(/,'!0*30!234+5&$/+3!
#'(!0*(!;34#(!&5!-3%!_!0$3,(!0$3/'%&$030+&/!'(-0&$!344&:3/-('8!+/-4#,+/6!%(0$&4(#.!5#(4'!
%$&,#-0+&/!3/,!$(5+/+/68!0&!'#%%&$0!'0$30(6+('!0*30!0$3/'+0+&/!234+5&$/+3P'!0$3/'%&$030+&/!
'(-0&$!0&!3!-4(3/($!3/,!.&$(!(55+-+(/0!(-&/&.<!3/,!+/-(/0+;('!5&$!.&$(!(55+-+(/0!%$&,#-0+&/!
&5!234+5&$/+3!-$#,(!&+49!
!
                                            
KB!Y3/!I&3Q#+/!4366(,!30!0*30!0+.(!3'!/&0(,!+/!`+6#$(!j8!1#0!*3'!'#1'(Q#(/04<!3,&%0(,!3,,+0+&/34!
-&/0$&4!$#4('!'#-*!3'!]CA!W#4(!NTJO!/&0(,!31&;(!
KO!C4'(/!3/,!W3.V(4!KLLB8!%KBL!



!"#$%&'%()**%+,,-%./001234%3/%351%,6#78/9276%:79%;14/"9.14%</69=%%

 

 8 

U44&-30+&/'!0&!&+4!%$&,#-($'!'*&#4,!5&-#'!&/!3,&%0+&/!&5!$(/(:314(!(/($6<!0(-*/&4&6+('!0&!
6(/($30(!'0(3.!3/,!(4(-0$+-+0<!0&!&;($-&.(!3,;3/-(,!0(-*/&4&6<!,(;(4&%.(/0!13$$+($'!3/,!
34'&!(/-&#$36(!3''&-+30(,!-$+0($+3!%&44#03/0!-&71(/(5+0'9!X&/#'!344&:3/-('!-&#4,!1(!
$('($;(,!13'(,!&/!$(/(:314(!(/($6<!+/'0344(,!-3%3-+0<!3/,!0*(/!,+'0$+1#0(,!13'(,!&/!
3//#34!$(/(:314(!%$&,#-0+&/!4(;(4'9!Kf!C/(!53-0&$!0&!-&/'+,($!+/!('0314+'*+/6!0*(!4(;(4!&5!
1&/#'!%3<.(/0'!+'!0*(!3;($36(!4(;(4!&5!-$+0($+3!%&44#03/0'!3;&+,(,!-&.%3$(,!0&!0*(!3.&#/0!
0*30!234+5&$/+3!%3<'!0&!$(,#-(!'#-*!(.+''+&/'!#/,($!+/-(/0+;(!%$&6$3.'!'#-*!3'!23$4!
H&<($9!U/&0*($!+'!0(-*/&4&6<!,(;(4&%.(/0!1(/(5+0'9!
!
C#0%#0713'(,!?@?!344&:3/-(!344&-30+&/'!3$(!3/&0*($!&%0+&/!0*30!-&#4,!1(!-&#%4(,!:+0*!
+/-(/0+;('!5&$!0$3/'+0+&/!,#$+/6!%*3'(!>9!2UWX!*3'!%$&%&'(,!0*(!&#0%#0713'(,!3%%$&3-*!5&$!
0*(!+/,#'0$+34!'(-0&$!+/!.3/<!-3'('!13'(,!&/!0*(!(A%(-030+&/!0*30!-&'0!'3;+/6'!-&#4,!$(,#-(!
-&'0'!0&!%$&,#-($'!3'!3!*(,6(!363+/'0!%&''+14(!4(3=36(!3/,G&$!-&#4,!1(!%3''(,!&/!0&!
-&/'#.($'!0&!.&,($30(!%&0(/0+34!%$+-(!+.%3-0'9!?+;(/!0*30!&+4!%$+-('!3$(!'(0!&/!3!64&134!
.3$=(08!3/,!0*30!4(3=36(!+'!/&0!3!'+6/+5+-3/0!$+'=8!0*('(!53-0&$'!/((,!/&0!%43<!3!'+6/+5+-3/0!
$&4(!+/!3/<!5$((!344&-30+&/'!0*30!2UWX!-*&&'('!0&!%$&;+,(!0&!+/,#'0$<!+/!%*3'(!>!&5!0*(!
234+5&$/+3!?@?!23%!_!)$3,(!'<'0(.9!!
!
h(!$(-&..(/,!3!1(/-*.3$=!&5!3%%$&A+.30(4<!B!6!2CDGHI!EDJ7DB!=6G13$$(4F!5&$!3/<!
&#0%#0!13'(,!344&:3/-('9!)*+'!;34#(!+'!13'(,!&/!4+6*0!-$#,(!&+4!3/,!/&/70*($.344<!(/*3/-(,!
*(3;<!-$#,(8!:*+-*!3$(!1&0*!-4&'(!0&!B!6!2CDGHI!#'+/6!,303!5$&.!2UWXP'!g2`Y!'0#,+('!E'((!
5+6#$(!TF8!3/,!$(%$('(/0'!&;($!*345!&5!+/7'030(!%$&,#-0+&/!E'((!5+6#$(!KF9!X(/-*.3$='!
6$3/0+/6!3!*+6*($!4(;(4!&5!'#1'+,<!5&$!.&$(!-3$1&/!+/0(/'+;(!%$&-(''('8!'#-*!3'!0*($.344<!
(/*3/-(,!&+4!$(-&;($<!E)ZCWF!30!K^!6!2CDGHI!ELJ!=6G13$$(4F8!a#'0!1(-3#'(!0*(<!3$(!*+6*($!
(.+00+/6!3$(!/&0!$(-&..(/,(,9!)*(!*+6*($!4(;(4!:&#4,!$(:3$,!3!%$&,#-0+&/!%$&-(''!:+0*!
*+6*($!?@?!(.+''+&/'!3/,!-$+0($+3!%&44#03/0'!1&0*!&/7'+0(!3/,!,&:/'0$(3.!,#$+/6!0*(!
$(5+/+/6!%$&-(''9!>/!3,,+0+&/8!6$3/0+/6!(A0$3!344&:3/-('!:&#4,!-$(30(!:+/,5344!%$&5+0'!5&$!
0*(!%$&,#-0+&/!&5!)ZCW!-$#,('!:+0*!(.+''+&/'!31&;(!B!6!2CDGHI!3/,!1(4&:!K^!6!2CDGHI9!
)ZCW!%$&,#-($'!:&#4,!+/'0(3,!*3;(!0*(!&%%&$0#/+0<!0&!Q#34+5<!5&$!6$(30($!5$((!344&-30+&/'!
1<!+/;('0+/6!+/!(.+''+&/'!$(,#-0+&/'!,('-$+1(,!(3$4+($9!U/<!1(/-*.3$='!5&$!&#0%#0!13'(,!
5$((!344&-30+&/'!'*&#4,!1(!'(0!30!3%%$&A+.30(4<!B!6!2CDGHI8!:+0*!$(.3+/+/6!5$((!344&:3/-('!
344&-30(,!5&$!0$3/'+0+&/+/6!0&!.&$(!(55+-+(/0!3/,!4(''!%&44#0+/6!0$3/'%&$030+&/!'<'0(.'!3/,!
-$#,(!&+4!%$&,#-0+&/!%$&-(''('9!
!

                                            
Kf!U!=:7*$!&5!(4(-0$+-+0<!-3/!1(!,+$(-04<!-&/;($0(,!0&!X)e!3/,!;+-(!;($'3k!*&:(;($!6+;(/!0*(!*+6*($!
(/($6<!-&/0(/0!0<%+-344<!$(Q#+$(,!0&!%$&,#-(!3!=:7*$!&5!(4(-0$+-+0<!;'!3!X)e!&5!'0(3.!3!.#40+%4+($!
5&$!(4(-0$+-+0<!:&#4,!1(!3%%$&%$+30(9!`&$!+/'03/-(8!(4(-0$+-+0<!-&#4,!$(-(+;(!3!K9BA!.#40+%4+($!
-&.%3$(,!0&!'0(3.9!


